3 1761 11557141 6 


Digitized by the Internet Archive 
in 2022 with funding from 
University of Toronto 


https://archive.org/details/31/611155/71416 


REPOSITORY LIBRARY MATERIA 


Summary of Submissions 


National Pensions Conference 
March 31, April 1 and 2, 1981 
Ottawa 


February 1982 


G sgvernmen?® 
Tublications 


on ' 
Ww 7° 
-SIP2 


EXE 


Copies of this publication may be obtained from: 
Information Directorate 
Department of National Health and Welfare 
Ottawa K1A OK9 
(tel. (613) 996-4950) 


© Minister of Supply and Services Canada 1982 
Cat. No. H21-86/1982 
ISBN 0-662-51774-1 


Preface 


One of the purposes of the National Pensions Conference held in Ottawa, March 31 to April 2, 1981, was 
to provide a national forum where individuals and organizations could discuss their ideas for improving 
Canada’s retirement income system. These discussions were reported in the Conference Proceedings 
published in October 1981. 


In addition to taking part in Conference discussions, a number of the participants submitted written 
briefs outlining their views. This document summarizes, in a manner approved by the contributors, the 
main proposals contained in each brief and it is hoped will facilitate further discussion of this important 
topic. 


However, the summary nature of this presentation does not allow for a full explanation of these views 
and the rationale behind them. Accordingly, a list of the names, addresses and telephone numbers of the 
persons to contact in respect of each submission is included on page 33 for those wishing further 
information. 
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Association of Canadian Pension Management 


PRIVATE PLANS 


Coverage @ Opposes mandatory plans 


@ Favours improved tax incentives to encourage expansion of voluntary 
coverage 


@ Standardized legislation required across Canada 


Women and @ Optional joint and last survivor annuities with from 50-60% passing 
Pensions to either spouse upon the death of the other 
Portability, Vesting @ Full vesting and locking-in with 5 years’ service 


and Locking-In @ Accrued benefits transferable to an RRSP or another plan 


Inflation Protection ®@ Opposes legislated indexing 


@ Encourage use of plan earnings to provide regular increases 


PUBLIC PLANS 
OAS/GIS/SPA @ Not Addressed 
CPP/QPP @ Opposes any increase in replacement rates or covered earnings 


© Inclusion of seasonal workers, part-time workers and homemakers 
should be deferred pending further research 


@ Recommends an independent central agency to handle CPP/QPP 
funds 


® Contributions should be increased to ensure adequate funding 


Robert L. Brown, University of Waterloo 


PRIVATE PLANS 


Coverage @ Argues for immediate coverage of all workers by minimum private 
plans 


Women and @ Argues for improved survivor benefits (e.g. automatic pension equal 
Pensions to two-thirds of primary benefit) 


Portability, Vesting ® Earlier, perhaps immediate, vesting 


and Locking-In @ Accrued credits transferable to another plan or a locked-in RRSP 


Inflation Protection @ Mandatory adjustment of pensions-in-pay and deferred pensions 
using the excess interest approach 


@ Increase in costs may force reduced initial benefits 


PUBLIC PLANS 


OAS/GIS/SPA @ Not Addressed 
CPP/QPP ® Opposes any expansion of CPP/QPP 


Canadian Centre for Policy Alternatives 


PRIVATE PLANS 


Coverage e@ Recommends expansion of public system rather than mandatory 
private plans 


Women and @ Recommends that women can only be adequately covered by public 
Pensions plans 


Portability, Vesting @ Earlier vesting and portability should be legislated for private plans 


and Locking-In @ Portability and vesting are adequately taken care of in public plans 


Inflation Protection @ Inflation protection should be legislated for private plans 


@ Inflation protection is adequately provided in public plans 


PUBLIC PLANS 
OAS/GIS/SPA @ Supports a significant expansion of public pension system, 
CPP/QPP particularly CPP/QPP 


ow 


Canadian Chamber of Commerce 


PRIVATE PLANS 


Coverage @ Provide additional tax incentives to encourage voluntary expansion of 
private plans and RRSPs (e.g. refundable tax credits, particularly for 
small business and individuals) 


Women and @ Normal pension should be joint and survivor with actuarial reduction 
Pensions permitted 


@ Supports division of pension credits on marriage breakdown, 
provided decided by the courts 


Portability, Vesting @ Earlier mandatory vesting if administratively feasible and uniform 
and Locking-In across country 


Central privately operated registry to facilitate portability 


Allow employees option of transferring vested pension credits to 
locked-in RRSPs 


Develop portability arrangements initiated by life insurance industry 


Inflation Protection Opposes requirement for unlimited indexing 


Supports use of a portion of inflationary investment earnings to 
adjust pensions-in-pay and deferred pensions 


Adjustments to public service pensions should not take into account 
any inflation occurring prior to age 60, and should not exceed what is 
provided on a lifetime basis by contributions and excess interest 


PUBLIC PLANS 
OAS/GIS/SPA @ Bring benefits for singles up to poverty line, giving priority to renters 


CPP/QPP Supports Opposes 


@ improved provisions for ® any increase in replacement rate 
surviving spouses or covered income 


®@ improving position of ® extension of coverage to 
homemaker by changing homemakers 
drop-out rule 


@ gradual increase in CPP/QPP 
contribution rates to maintain 
funds at current level 


Canadian Federation of Independent Business 


PRIVATE PLANS 


Coverage @ Opposes mandatory plans as prohibitively expensive for young 
businesses and small employers 


@ Recommends increase in RRSP limits 
@ Allow “top hat” pension coverage for past service of small business 
owners 


Women and e Favours improved spousal protection 
Pensions 


Portability, Vesting @ Supports 
sylseM esses h ® earlier vesting and locking-in 
® initiatives to develop portable Money Purchase Plans 


® transfers of accrued credits to locked-in RRSPs 


Inflation Protection @ Suggests use of Money Purchase Plans and RRSPs to protect against 
inflation prior to retirement 


@ Would like to see accumulated interest used to provide some 
protection against inflation 


PUBLIC PLANS 


OAS/GIS/SPA @ Increase GIS or provincial top-ups to address unmet needs of current 
elderly 
CPP/QPP @ Favours voluntary participation of housewives 


@ Opposes massive expansion, particularly where benefits increased 
more quickly than premiums 


@ Expresses concern about the degree of intergenerational transfer in 
the present funding formula 


Canadian Institute of Actuaries 


@ Brief consists of a series of papers entitled: “The Demographic Factor; Funding of Pension 
Plans with Particular Reference to C/QPP and OAS; Coverage of Canadians by the Pension 
System; Vesting, Portability and Locking-in; Survivorship Pensions; Private Pension Plans in 
an Inflationary Environment; Voluntary Participation by Housewives in C/QPP; and 
Implications of a Mandatory Minimum Pension Plan”. These papers contain no 
recommendations but draw a number of conclusions including the following: 


® If retirement age remains 65, the total dependency rate (ratio of elderly plus children to 
persons of working age, adjusted to reflect that a child can be supported for one-third 
the cost of a retiree) is likely to remain stable for next 30 years, then rise rapidly. 
Lowering retirement age to 60 would cause dependency rate to rise by 50%, raising it 
to 70 would reduce dependency rate by one-third 


@ The cost of pensions financed on a pay-go basis are very sensitive to changes in 
dependency rates (e.g. cost of current CPP and OAS can be expected to rise from 2.91% 
to 4.73% of Gross National Product between 1980 and 2040) 


@ Although less than 50% of paid workers are covered by private pension plans, careful 
analysis of uncovered group needed before universal coverage is expanded as many 
may be adequately provided for by current public plans 


Immediate vesting and locking-in combined with indexing of deferred pensions will 
avoid low pensions resulting from frequent changes in employment but increase 
pension costs by 1.5% to 3% of payroll 


To provide on the death of the first spouse, a survivor pension equivalent to 55-60% of 
the couple’s pension would increase costs by about 1% of payroll or reduce initial 
benefits by roughly 15% 


Splitting accrued credits upon marriage breakdown should be considered within wider 
context of family law 


@ Full indexation would require benefits to be financed on the basis of a non-inflationary 
rate of return and entail substantially higher costs, reduced initial benefits, or both 


® Increasing female participation in labour force and implementation of child-rearing 
drop-out feature in CPP will tend to correct women’s problems and reduce need for 
voluntary coverage 


Canadian Labour Congress* 


PRIVATE PLANS 


@ Recommends expansion of the public pension system rather than 
mandatory private plans 


@ Recognizes that even if public plans are expanded, private plans will 
still need to be improved with respect to vesting provisions, 
treatment of women and protection of benefits against inflation. 
However, the submission does not make any specific 
recommendations as to what reforms should be made 


PUBLIC PLANS 


OAS/GIS/SPA Increase OAS and GIS by roughly equal amounts to ensure that 
singles are guaranteed minimum incomes over the Statistics Canada 
low-income cut-off lines in large cities. A proportionately smaller 
increase in GIS for couples is required 


Review OAS benefit levels every 5 years to ensure that they maintain 
a constant relationship to the Average Industrial Wage 


Reconsider 1977 amendments to OAS residence requirements 


CPP/OQPP Increase benefits to 50% of average wage 
Increase survivor pension to 75% of retirement pension 
Implement child-rearing drop-out provision in CPP 


Provide for actuarially reduced benefits at age 60 


* The Canadian Labour Congress is currently subjecting the details of its proposal to a review. 


City of Regina 


PRIVATE PLANS 


Coverage @ Mandatory coverage with possible exception of “very casual workers” 


Women and ® Compulsory 50% survivor benefit at no cost to plan through reduced 
Pensions pension to couples 


Portability, Vesting @ Vesting and locking-in at age 30 with 2 years’ service 


ing-In ; : 
nee ® Use reciprocal agreements to transfer pensionable service and assets 


between plans 
Inflation Protection @® Regina currently uses inflationary earnings for ad hoc increases 
® Study the possibility of a government stabilization facility 


® Develop a cost-of-living index applicable to pensioners 


PUBLIC PLANS 
OAS/GIS/SPA @ Expand GIS for the disadvantaged 


CPP/QPP @ Raise Year's Maximum Pensionable Earnings to level of average wages 
and increase contributions 


@ Maintain current replacement rate 


Co-operative Union of Canada 


PRIVATE PLANS 


Coverage @ Mandatory private pension plans 


@ More flexible tax deductible limits for contributions to recognize 
varying financial demands throughout lifetime 


Women and @ Joint and last survivor form of benefit most preferable 


Pensions @ Survivor should receive more than 50% of joint pension 


Portability, Vesting Early or immediate vesting and locking-in of benefits 


gba Stoo © Create a central agency, at arm’s length from government, to 


administer funds of terminating employees who do not wish to leave 
their accrued credits in former employers’ plan 


@ Create a central registry to match retirement funds with potential 
beneficiaries 


Inflation Protection @ Considers indexing full retirement income to the Consumer Price 
Index unrealistic and unnecessary 


® Suggests consideration be given to indexing contribution levels rather 
than benefits 


@ Unfair to fully index plans for public servants when same benefits 
cannot be provided in private sector 
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PUBLIC PLANS 


OAS/GIS/SPA ® Suggests that a special index be developed upon which to base 
CrerOrr indexing of retirement funds needed for life’s basic necessities 
(i.e. OAS/GIS/CPP/OPP) 


\O 


Louise Dulude 


PRIVATE PLANS | 
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Coverage 


Women and 
Pensions 


Portability, Vesting 
and Locking-In 


Inflation Protection 


OAS/GIS/SPA 


CPP/QPP 


Replace age and pension tax deductions with an age tax credit 
exempting from income tax all GIS recipients 


Mandatory joint and survivor benefits 


® Prohibit sex-based differences in contributions and benefits 


@ Automatic splitting of all pensions and RRSPs on divorce 


Earlier vesting 
Mandatory payment of reasonable interest rate on refunds of 
employee contributions 


Mandatory use of inflationary interest to increase pensions-in-pay 
and deferred pension credits 


PUBLIC PLANS 


Raise GIS for singles to bring OAS/GIS to poverty line 


@ Re-establish 10-year residence rule for getting full OAS 


Abolish SPA and introduce an equivalent income-tested benefit for all 
needy aged 60 to 65 


Increase replacement rate to 50% on earnings up to one-half of the 
Average Industrial Wage (AIW) or on earnings up to the AIW 


Implement child-rearing drop-out period and extend to cover time 
spent caring for the very disabled 


Include long-term homemakers in CPP/QPP with an assumed income 
up to one-half the average wage 


® if working part-time, require normal contributions on actual 
earnings 


® no contributions on assumed income if caring for young children 
or disabled relative; otherwise, paid by person claiming marital 
exemption 


@ Abolish survivors’ benefits unless disabled or have young children 


® Introduce “unemployment pensions” for long-term unemployed aged 


50 to 65 


Implement mandatory and automatic splitting of CPP/QPP credits 
between spouses on divorce and/or when the youngest reaches age 
65 


Reduce burden of contributions on low-income people by requiring 
employers to contribute on total payroll or increasing the Year’s Basic 
Exemption 


Employers’ Council of British Columbia 


PRIVATE PLANS 


Coverage @ Supports establishment of a mandatory universal pension plan 


@ similar in concept to that proposed by the Ontario Royal 
Commission 


@ equal employer/employee contributions to an agreed-upon level 
@ provision for opting out if employer’s plan meets or exceeds 
standards of universal plan 


Women and @ Universal plan should provide an automatic joint and survivor benefit 
Pensions of at least 60% which could be waived only with spouse’s written 
consent 


@ Pension plans which are in addition to the universal plans should not 
be required to provide survivor options 


Portability, Vesting 
and Locking-In 


@ Universal plan should provide for 
@ full and immediate vesting and locking-in 


@ transferability of all accumulated contributions to a new employer 
or a locked-in RRSP 


@ For plans which are in addition to universal plan 


@ full vesting should be required after 10 years’ service irrespective 
of age 


® easy, equitable portability not economically feasible 


Inflation Protection @ Private plans should not be subjected to legislation which requires 
indexing to rigid standards 


a a a a a nel 
PUBLIC PLANS 


OAS/GIS/SPA e@ Supports current practice of indexing benefits to the Consumer Price 
Index (CPI) 
CPP/OPP e@ Supports current practice of indexing benefits to CPI 


@ Opposes CPP/QPP expansion 


Financial Executives Institute of Canada 


PRIVATE PLANS 


Coverage @ Statistics demonstrate that of the relevant population (labour force 
between age 25 and age 65 earning between Average Industrial Wage 
(AIW) and 2 times AIW) 77% are covered by a registered pension 
plan or retirement savings plan, and that during the past 20 years 
coverage has increased 1.5 times faster than the growth in the labour 
force. Therefore, extension of coverage can be accomplished by 
voluntary means 


Women and @ Women must be treated equally by the pension system 
Pensions 


® For pre-retirement survivors, group life and group survivors’ 
insurance may do better job than pension plans 


Portability, Vesting 


Encourage employers to move toward earlier full vesting and locking- 
and Locking-In 


mM 


Need for portability could be met by use of locked-in RRSPs 


Inflation Protection ® Opposes mandatory indexing of pensions 


® Favours continuation of current practice of making voluntary ad hoc 
increases, as affordable 


PUBLIC PLANS 


OAS/GIS/SPA Not Addressed 


CPP/QPP @ Do not expand 
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National Action Committee on the Status of Women 


PRIVATE PLANS 


Coverage @ Mandatory coverage of all workers aged 18 or over after a maximum 
of one year’s service, including part-time and seasonal workers, by an 
expanded CPP/QPP, private plans or a combination of both (as 
suggested by Lazar) which would provide, at the minimum, 50% of 
pre-retirement earnings up to the Average Industrial Wage 


Require that all employees of the same employer be covered by the 
same plan or by plans which provide similar terms, conditions and 
benefit levels 


Women and Mandatory 80% post-retirement joint and survivor benefits unless 
Pensions waived in writing by both parties 


Prohibit plan sponsors from discontinuing or reducing a surviving 
spouse’s benefits upon remarriage 


@ Accumulation of pension credits to continue during pregnancy leave 


@ Annuities in Money Purchase Plans and individually purchased 
annuities should be calculated without regard to the sex of the 
annuitant 


Consider coverage additional to CPP/QPP for women raising young 
children by 


@ increased OAS for relevant years 
@ employer-provided vehicle for contributions by spouse 
@® expansion of spousal RRSP concept 


Split pension credits upon divorce on the basis of equitable standards 
(to be developed) 


Portability, Vesting Full and immediate vesting and locking-in 


and Locking-In Accrued credits should be transferable to another plan or to a locked- 


in RRSP 


Inflation Protection Deferred benefits and pensions-in-pay should be protected against 
inflation 


PUBLIC PLANS 
OAS/GIS/SPA @ Immediate increase in benefit levels so that OAS/GIS benefits 


combined exceed the poverty line for both individuals and couples 


@ Claim back OAS benefits from those with high incomes, through the 
tax system 


CPP/OQPP @ Implement child-rearing drop-out provision in CPP and extend this 
provision to those caring for people who are disabled 


is: 


National Council of Women of Canada 


PRIVATE PLANS 


Coverage @ Study the possibility of requiring mandatory minimum pensions 
similar to minimum wage legislation 


Women and @ Require all plans to include a compulsory survivor option which 
Pensions could be waived only with consent of both spouses 


® Consider the use of unisex mortality tables, particularly in Money 
Purchase Plans 


Portability, Vesting ® Review vesting and locking-in rights with a view to taking into 
and Locking-In account the work patterns of women and the increasing mobility of 
the population 


@ Require accrued benefits to be portable (a long-term goal) 


Inflation Protection @ Not Addressed 
PUBLIC PLANS 


OAS/GIS/SPA ® Maintain OAS, GIS and SPA in present form 


@ Increase GIS benefits to bring income guarantee to poverty level 


CPP/QPP @ Urge provinces (Ont. & B.C.) to accept drop-out provision in CPP 


@ Provide mechanism for contributory plan for homemakers within 
CPEIOEP 


@ Review status of regular part-time workers’ participation in CPP/QPP 


Review CPP fund investment policy 


Railway Association of Canada 


PRIVATE PLANS 


Coverage 


Women and 
Pensions 


Portability, Vesting 
and Locking-In 


Inflation Protection 


OAS/GIS/SPA 


Consider mandatory private plans to replace, in conjunction with 
OAS and CPP/QPP, 50-60% of pre-retirement earnings up to the 
Average Industrial Wage (AIW) 


Exempt workers under 25 with less than 1 or 2 years’ service 
Small employers may need additional tax relief to offset costs 


Need provision for integration or opting out if employer already 
has a plan 


@ Mandatory survivor benefit of at least 50% with no waiver 


Minimum survivor benefit could be higher if plan generates low 
replacement level (e.g. less than 60%) 


Opposes immediate vesting but supports some liberalization of 45 
and 10 rule 


Recommends immediate locking-in of employee contributions 


Suggests vested, locked-in contributions be transferred to a locked-in 
RRSP rather than held by previous employer to finance deferred 
annuities 


Opposes compulsory indexing of voluntary plans to the Consumer 
Price Index or plan earnings 


Employees could be offered lower initial benefits with some automatic 
escalation (e.g. 3% to 7% a year) 


If post-retirement adjustments are ever imposed on minimum 
mandatory plan, employee should pay fair share of cost 


Any ad hoc adjustment is to be considered in relation to the initial 
adequacy of income at retirement time 


PUBLIC PLANS 


No increase in benefits 


CPP/QPP 


No increase in benefits 


Contribution rates should be increased gradually starting immediately 


Royal Canadian Legion 


PRIVATE PLANS 


Coverage @ Recommends expansion of public system rather than mandatory 
private plans 


® Reverse annuity mortgages could also be used to increase benefits 
flowing to elderly 


@ A higher priority should be attached to increasing pensions at age 65 
rather than to extending the present system to those who are 
younger 


Women and @ Current inadequacies discussed but no specific recommendations 
Pensions 


Portability, Vesting ® Require that, at the minimum, 20% of employer-funded credits be 
and Locking-In vested each year with full vesting after 5 years 


@ All vested credits transferable to a locked-in RRSP 


® If contributions plus interest exceed value of deferred annuity,then 
balance should be refundable to employee 


Inflation Protection @ Ensure indexing through provision of indexed bonds and annuities 
and/or inflation insurance 


PUBLIC PLANS 


OAS/GIS/SPA @ Raise OAS/GIS guarantee for singles above Statistics Canada’s low- 
income line 


@ Review position of recipients regularly to ensure that benefit levels do 


not fall below poverty line 


® Terminate Spouse’s Allowance and replace with OAS/GIS to 60-65 
year olds but below 65 reduce benefits to zero by “other income” 


CPP/QPP @ Expand CPP/QPP (e.g. by implementing a fully-funded supplement 
which would raise total benefits to 50% of average wage) 


@ Gradually increase contributions and channel higher proportion of 
funds to private sector 
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Towers, Perrin, Forster & Crosby 


@ Brief consists of a series of papers entitled: “Pension Adequacy and Coverage; Termination 
Benefits; Plan Termination; Inflation and Pensions; and Women and Pensions”. These 
papers, while making no specific recommendations, draw a number of broad general 
conclusions including the following: 


@ The most effective method of ensuring basic adequacy and of solving problems for 
current elderly women is to expand income-tested supplements 


® The primary responsibility for retirement income planning should rest with the 
individual 
The present combination of private plans and government programs, if allowed to 


mature, with added incentives for private plans and government supplementation for 
single persons as indicated, will address the main gaps in the pension fabric 


A major expansion in universal programs such as CPP/QPP and OAS (rather than 
selective ones such as GIS) is unnecessary and wasteful and will clearly place still more 
of the economy under government control 


If, however, a consensus favours expanded universal coverage, the Provincial Universal 
Retirement System (PURS) approach as recommended by the Royal Commission on the 
Status of Pensions in Ontario is a practical and acceptable approach 


Earlier vesting or compulsory indexing of deferred benefits, while preserving the value 
of benefits for terminated employees, will increase costs, forcing employers to re-assess 
their priorities 


Compulsory locking-in is a potent way to preserve, for retirement, funds which would 
otherwise be dissipated, but it will encroach upon individual freedom 


Problems of lost benefits as a result of plan termination are not widespread and can be 
reduced by reassessing funding requirements for earned benefits 


The effects of inflation on pensioners could be handled without creating distortions if 
the rate of inflation were relatively stable and predictable or investments offering a real 
rate of return were available 


Issues relating to women will largely resolve themselves as women are increasingly 
recognized as employees in their own right (as opposed to dependents) and the wider 
pension issues are addressed 
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Board of Trade of Metropolitan Toronto 


PRIVATE PLANS 


Coverage ® Opposes mandatory plans 


® Makes no recommendations for expanding voluntary coverage 


Women and @ Mandatory joint and last survivor annuities with at least 50% survivor 
Pensions benefits 


@ Spouse could waive survivor benefit resulting in higher pension for 
couples 


® Existing plans could reduce pensions actuarially to meet requirement 


@ Money Purchase Plans should be allowed to provide equal value or 
equal amount of pension 


Portability, Vesting @ Earlier vesting and locking-in (e.g. when age plus service equals 45 
and Locking-In and one year service) 


® Require vested credits to exceed value of accumulated employee 
contribution (e.g. by at least 30%) 


@ Increase vested pensions for inflation on same basis as pensions-in- 
(ney 
Inflation Protection ®@ Opposes any mandatory indexing in private pension plans 
®@ Opposes the full automatic indexing in public service pension plans 


® Supports voluntary increases in pensions-in-pay and deferred 
pensions using interest in excess of 4% 


@ Develop special cost-of-living index for elderly 


Board of Trade of Metropolitan Toronto 


PUBLIC PLANS 


OAS/GIS/SPA @ Combine OAS/GIS into one payment 
@ Tax away full amount from those with high incomes 
@ Possibly increase guarantee for singles 


@ Coordinate with provincial supplements to prevent 100% reduction 
by other income 


@ True underlying costs of public plans should be emphasized and 
communicated to the public 


CPP/QPP Opposes Favours 
@ increase in replacement rate or © increase in survivors’ benefit 
covered earnings from 60% to 75% of retirement 
pension 


® extension to non-earners (e.g. 
homemakers) @ if both spouses contributed 
survivor would receive greater of 


@ 75% of total of both 
pensions, and 

@ 100% of own plus 37.5% of 
deceased spouse’s benefit 


® implementation of child-rearing 
drop-out provision in CPP 

® pay-go financing with 
contingency fund 
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Canadian Council on Social Development 


PRIVATE PLANS 


Coverage ® Mandatory coverage by private plans for all full- and part-time 
employees 


@ Mandatory long-term disability coverage either via pension plan or 
separate insurance 


® Replace current deductions for contributions to RRSPs and pension 
plans as well as the age exemption with tax credits 


Women and @ Mandatory widow’s pension at least 50% of member’s pension 


pa @ Automatic splitting of pension credits acquired during marriage upon 


dissolution 


® A provision to allow women to drop some or all of the years devoted 
to raising young children 


Portability, Vesting @ Full vesting after 2 years’ sevice 
and Locking-In 


® Terminating employee should have option of transferring 
accumulated employee/employer contributions into 
®@ new employer's plan 
or 
@ locked-in RRSP 
Inflation Protection Recommends that all private plans be designed to protect against 


expected and moderate price increases (e.g. 5%) in both pre- and 
post-retirement phases 


Consider use of tax credits to provide additional inflation protection 


Unlock home equity, an inflation proof asset, by making reverse 
mortgages available 
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Canadian Council on Social Development 


PUBLIC PLANS 


OAS/GIS/SPA @ Raise guarantee to above poverty line 


@ preferably by increasing OAS 
otherwise 


@ by increasing GIS benefits and reducing the tax-back rate from 
50% to 25% 


@ Provide an OAS/GIS equivalent for the disabled regardless of age 


@ Consider reduced benefits for those who must, or wish to, retire 
before the age of 65 


CPP/QPP @ Gradually increase contribution rates and consider investing a portion 
of fund in private securities 


@ Assuming proposals for private plans adopted: 
@ implement child-rearing drop-out provision in CPP 


® improved survivor benefits based on equal treatment of both 
spouses 


® consider actuarially reduced benefits in conjunction with reduced 
benefits from OAS/GIS/SPA for those retiring before the age of 
65 


® If private plan proposals not adopted: 


® increase replacement rate from 25% to a level that will provide 
roughly 50% of pre-retirement earnings in conjunction with OAS 


® raise Year's Maximum Pensionable Earnings to at least 1.5 times 
the Average Industrial Wage 


® consider coverage of unpaid homemakers 


ZA 


Pap 


Canadian Life and Health Insurance Association 


Coverage 


Women and 
Pensions 


Portability, Vesting 
and Locking-In 


Inflation Protection 


PRIVATE PLANS 


Questions need to expand coverage, but if consensus that earnings 
related pension coverage must be extended to all — 


® mandating is only way to ensure 


@ advocates mandatory minimum private pension plan standard in 
lieu of CPP/QPP expansion 


Mandatory private plan would cover earnings between 0.5 and 1.5 
times Average Industrial Wage (AIW) for all employees over age 25 


Money Purchase or Unit Benefit type plan recommended should 
replace 


® 30% of gross income between 50% and 100% of AIW 
@ 55% between 100% and 150% of AIW 


Mandatory *% survivor benefit unless waived by spouse for both 
mandatory and voluntary plans 


@ Mandatory plans have full and immediate vesting and locking-in 


If mandatory plan not adopted 


® vesting and locking-in after earlier of 5 years’ service or one year 
if age plus service equals 45 


® employer required to pay at least 50% of vested benefit 
With both mandatory and voluntary plans 


® value of vested benefit transferable to another plan or an RRSP 
on request of employee 


For mandatory plans deferred pensions and pensions-in-pay should 
be indexed to earnings of the fund, or a specified group of securities, 
in excess of 3% 


If mandatory plan not adopted, voluntary plans should be required 
to index deferred pensions and pensions-in-pay on the basis of 
investment earnings less a specified interest rate 


Canadian Life and Health Insurance Association 


PUBLIC PLANS 


OAS/GIS/SPA @ Maintain OAS at current levels 
@ Raise maximum GIS benefit for unattached individuals 


@ Reduce GIS by more than 50% of any benefits received from 
CREOPP 


CPP/QPP Raise Year’s Maximum Pensionable Earnings immediately to level of 
AIW 


Equal sharing of credits earned during marriage on divorce 
Implement child-rearing drop-out provision in CPP 


Do not extend coverage to unpaid workers (e.g. homemakers) 


Gradually increase contribution rates (e.g. by 0.1% per year from 1982 
to 2015 with greater escalation thereafter) 
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Canadian Manufacturers’ Association 


PRIVATE PLANS 


Coverage ® Recommends a savings accumulation plan 
@® voluntary employee contributions 


@ if employee contributes, employee and employer contributions 
invested in private sector 


® mandatory minimum employer contribution on earnings to 
Average Industrial Wage 


® opting out provision if employer has equivalent plan 


@ Tax incentives to encourage employers to contribute more than 
minimum or establish another plan 


® increased deductions 
® refundable credits 


Women and All pensions payable on a joint and last survivor basis with at least 
Pensions 50% continuing to the survivor spouse 


® actuarial reductions permissible 
® provision for waiving under certain circumstances 


In event of divorce or marriage breakdown, pension earned during 
marriage should be divided equally between spouses 


Portability, Vesting For new savings accumulation program, employee and employer 
and Locking-In contributions should be fully vested and locked-in immediately 


Require earlier vesting in other plans 
@ service alone or combination of age and service 
® uniform across Canada 


Encourage use of Canadian Life and Health Insurance Association 
portability method 


Establish a private sector central agency, if necessary, to consolidate 
the many small annuities generated by earlier vesting 


Allow employees with vested pensions to transfer equivalent value to 
locked-in RRSPs 


Inflation Protection Opposes any legislated requirement to adjust pensions whether by 
® a set formula 
or 


® in accordance with excess interest earnings 


® Encourage employers to make periodic adjustments to pensions-in- 
pay and deferred pensions 


® more flexible funding arrangements 
@ refundable tax credits 
® special tax deductions 
@ Treat public and private sector employees in the same manner 
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OAS/GIS/SPA 


CPP/QPP 


Canadian Manufacturers’ Association 


PUBLIC PLANS 


No increase in OAS benefits 


Some increase in GIS for single persons in rental accommodation 
might be considered 


Continue to index to the Consumer Price Index (CPI) 


No expansion of CPP/QPP retirement benefits 


Coverage should not be extended to homemakers 


Improve position of homemakers by 
® increasing survivor benefits 


® changing drop-out rule 


Continue to index to CPI 


Pay-go principle is acceptable provided contribution levels high 
enough to minimize intergenerational transfers 
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Consumers’ Association of Canada 


PRIVATE PLANS 


Coverage @ Mandatory coverage of all labour force participants who have 


® reached age 21 
and 
@ been accepted for continuing employment 


@ Prohibit integration of benefits in private plans with those in public 
plans 


@ Require employee as well as employer contributions to all private 
plans 


@ Study the feasibility of introducing insurance to protect coverage of 
plan members in event of plan termination 


Women and @ The rights of marriage partners to share fully and equally in the 
Pensions benefits deriving from a spouse’s pension plan participation during 
the marriage should be established and not subject to alteration or 
abridgement in the event of a change in marital status of either of the 
partners or a survivor. 


Portability, Vesting ® Vesting and locking-in should be required when an employee reaches 
and Locking-In the earlier of age 25 or after 5 years’ service only on condition that the 
cash value of deferred pension entitlement can be transferred to 

another pension plan or locked-in RRSP. 


Inflation Protection ® It should be mandatory to use interest earned by pension funds, 
which is in excess of the real rate of return (e.g. 3%) to increase 
pensions-in-pay and deferred pensions rather than to reduce the 

employer's obligation. 


® It should be made mandatory for plan sponsors to assume an interest 
rate equivalent to the rate that funds could be expected to earn with 
no inflation (e.g. 3%), and to provide each plan member with an 
annual statement which discloses the present commuted value of his 
or her vested pension entitlement, and/or a breakdown of 
contributions made by the employer, employee, and interest earned 
as it is essential that consumers understand the relation between 
current and accumulating cash entitlement and the amount 
eventually paid out 
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Consumers’ Association of Canada 


OAS/GIS/SPA 


CPP/QPP 


PUBLIC PLANS 


Endorses concept of federal government providing retirement income 
assurances which guarantee an adequate minimum living standard 
for everyone 


® recognizes current inadequacies 
® makes no specific recommendations for raising OAS/GIS benefits 
Anomalies such as denying the surviving spouse the right to a full 


retirement pension and discontinuing survivor benefits on remarriage 
should be eliminated 


® through equitable splitting arrangements 
or 
® by guaranteeing full pension rights of surviving spouse 


Splitting provision should also provide for desertion as well as 
divorce 


@ Implement the child-rearing drop-out provision in CPP 


@ Persons forced into retirement in their early 60’s should be entitled to 


early, perhaps reduced, benefits 


CPP lending rate should be increased and guidelines imposed to 
govern use of provincial borrowings. As well, an arm’s length body 
responsible for investing CPP assets in the capital and equity markets 
should be set up 


Contributions should be increased by raising covered wages (Year's 
Maximum Pensionable Earnings) rather than by increasing the 
contribution rate 


Wii. 


Province of Saskatchewan 


PRIVATE PLANS 


Concludes that compulsory measures are necessary, preferably through an expanded CPP/QPP, 
to solve coverage and retirement income problems; recognizes that many reform objectives 
might be accomplished by improved legislated standards for private plans which might include 
the following: 


Coverage ® Mandatory coverage of all employees with eligible earnings 


® Earnings up to 1.5 times the Average Industrial Wage (AIW) covered 


@ Minimum contribution and/or benefit levels based on all eligible 
earnings or varied by level (e.g. 25% benefit on earnings to 0.5 times 
AIW; 55% between 0.5 and 1.5 times AIW) 


Women and @ Mandatory surviving spouse’s benefit of at least 2/3 the retirement 
Pensions pension payable on the first death unless waived by both parties 
Portability, Vesting @ Full and immediate vesting and locking-in 


and Locking-In @ Full portability with transfer value being based on 


® twice the employee’s accumulated contributions 
or 


® the value of the deferred benefit (assuming a prescribed real rate 
of return) 


Inflation Protection ® Pensions-in-pay would be indexed to the excess earnings on the fund 
over a specified real rate of return 


Province of Saskatchewan 


PUBLIC PLANS 


OAS/GIS/SPA @ Recognizes government responsibility to guarantee a basic minimum 
income so that no elderly person must live in poverty 


@ best accomplished through OAS/GIS improvements 


@ level and mix open to discussion 


CPP/QPP @ Saskatchewan concludes, on the basis of its 8 evaluation criteria that 
to solve the problem of maintaining pre-retirement living standards, 
it is necessary to expand the CPP/QPP rather than mandating 
improved private pension plans 


@ The following design issues are discussed: 
@ raise replacement rate to 40-50% of pre-retirement earnings 


@ raise Year’s Maximum Pensionable Earnings to 1.5 times average 
wage 


@ raise survivors’ pensions to 2/3 of retirement pensions 


@ improve splitting arrangements to ensure each spouse receives 
fair share 


® consider ways to cushion impact of increased contribution rates 
on low-income workers and small employers 


® consider a progressive contribution structure 


® consider ways of covering unpaid home managers under 
CPP/OPR 
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Appendix 


Contributors 


Association of Canadian Pension 


Management 


Mrs. Andrea L. Vincent 
Executive Director 

2 Bloor Street West 
Suite 503 

Toronto, Ontario 

M4W 3E2 

Tel. (416) 964-1260 


Board of Trade of Metropolitan 


Toronto 


Mr. Gerry Collins 
General Manager 

P.O. Box 60 

3 First Canadian Place 
Toronto, Ontario 
M5X 1C1 

Tel. (416) 366-6811 


Mr. Robert L. Brown 


Assistant Professor 
Statistics Department 
University of Waterloo 
Waterloo, Ontario 
N2E 3G! 

Tel. (519) 885-1211 


Canadian Centre for Policy 
Alternatives 


Mr. Robert Clarke 
Executive Coordinator 
P.O. Box 4466 

Station “E” 

Ottawa, Ontario 

K1S 5B4 

Tel. (613) 563-1341 


Canadian Chamber of Commerce 


Mr. S.C. Roberts 
President 

1080 Beaver Hall Hill 
Suite 710 

Montreal, Quebec 
H2Z, 112 

Tel. (514) 866-4334 


Canadian Council on Social 
Development 


Mr. Terrance M. Hunsley 
Executive Director 

55 Parkdale Avenue 

Box 3505, Station “C’” 
Ottawa, Ontario 

KI1Y 4G1 

Tel. (613) 728-1865 


Canadian Federation of 
Independent Business 


Mr. John E Bulloch 
President 

15 Coldwater Road 
Don Mills, Ontario 
M3B 3J1 

Tel. (416) 445-9214 


Canadian Institute of Actuaries 


Mr. Colin E. Jack 
Executive Director 
275 Slater Street 
Suite 1505 

Ottawa, Ontario 
KIP 5H9 

Tel. (613) 236-8196 
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Canadian Labour Congress 


Shirley G.E. Carr 
Executive Vice-President 
2841 Riverside Drive 
Ottawa, Ontario 

K1V 8X7 

Tel. (613) 521-3400 


Canadian Life and Health Insurance 
Association Inc. 


Mr. G.M. Devlin 
Executive Vice-President 
20 Queen Street West 
Suite 2500 

Toronto, Ontario 

M5H 382 

Tel. (416) 977-2221 


Canadian Manufacturers’ Association 


Mr. Roy A. Phillips 
President 

One Yonge Street 
Toronto, Ontario 
MBE 1J9 

Tel. (416) 363-7261 


Consumers’ Association of Canada 


Janice Kerr 

National President 

2660 Southvale Crescent 
Level 3 

Ottawa, Ontario 

KIB 5C4 

Tel. (613) 733-9450 


Co-operative Union of Canada 


Mr. Bruce Thordarson 
Executive Director 
237 Metcalfe Street 
Ottawa, Ontario 

K2P 1R2 

Tel. (613) 238-6711 
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Louise Dulude 


29 Morris Street 
Ottawa, Ontario 
KIS 4A6 

Tel. (613) 233-1683 


Employers’ Council of British Columbia 


The Honourable William M. Hamilton 
President and Chief Executive Officer 
800 West Pender Street 

Suite 1130 

Vancouver, British Columbia 

V6C 2V6 

Tel. (604) 684-3384 


Financial Executives Institute of Canada 


Mr. Kenneth H. Smith 
President 

141 Adelaide Street West 
Suite 207 

Toronto, Ontario 

M5H 3L5 

Tel. (416) 366-3007 


National Action Committee on the 


Status of Women 


Ms. Jean Wood 
President 

40 St. Clair Avenue East 
Suite 306 

Toronto, Ontario 

MA4T 1M9 

Tel. (416) 922-3246 


National Council of Women of Canada 


Mrs. Amy Williams 
President 

270 MacLaren Street 
Suite 20 

Ottawa, Ontario 
K2P 0M3 

Tel. (613) 233-4953 


Railway Association of Canada 


Mr. J.M. Beaupré 

General Manager 

1117 Ste-Catherine Street West 
Suite 721 

Montreal, Quebec 

H3B 1H9 

Tel. (514) 849-4274 


City of Regina 


Mr. N. Krasko 

Administrator 

Pension and Benefits Department 
P.O. Box 1790 

Regina, Saskatchewan 

S4P 3C8 

Tel. (306) 569-7402 


Royal Canadian Legion 


Mr. Al Harvey 
Dominion President 
359 Kent Street 
Ottawa, Ontario 
K2P OR7 

Tel. (613) 235-4391 


Province of Saskatchewan 


The Honourable Gordon T. Snyder 
Minister of Labour 

Legislative Building 

Regina, Saskatchewan 

S4S 0B3 

Tel. (306) 565-2396 


Towers, Perrin, Forster & Crosby 


Mr. Brian A. Herbinson 
Managing Director 

P.O. Box 281 
Toronto-Dominion Centre 
Toronto, Ontario 

M5K 1K3 

Tel. (416) 362-2333 
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